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Independent Auditor’s Report

To the Honorable Mayor and

Members of the City Council: , v

We have audited the accompanying financial statements of the governmental activities, the
business type activities, each major fund and the aggregate remaining fund information of the
City of West Union, Iowa, as of and for the year ended June 30, 2010, which collectively comprise
the City’s basic financial statements listed in the table of contents. These. financial statements are
the responsibility of the City of West Union’s management. Our responsibility is to express
opinions on these financial statements based on our audlt '

We conducted our audit in accordance with U.S. generally accepted auditing standards, and
the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating .
the overall financial statement presentation. We believe our audit provides a reasonable basis for

our opinions.

As described in Note 1, these financial statements were prepared on the basis of cash
receipts and disbursements, which is a comprehensive basis of accountlng other than U.S.

generally accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material

respects, the respective cash basis financial position of the governmental activities, the business

~ type activities, each major fund and the aggregate remaining fund information of the City of West

Union as of June 30, 2010, and the respective changes in cash basis financial position for the
year then ended in conformity with the basis of accounting described in Note 1.

In accordance with Government Auditing Standards, we have also issued our report dated
November 4, 2010 on our consideration of the City of West Union’s internal control over financial
reporting and. our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing and not to provide an opinion on internal control over financial reporting or compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Management’s Discussion and Analysis and budgetary comparison information on pages 6
through 10 and 29 through 31 are not required parts of the basic financial statements, but are
supplementary information required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the required supplementary
information. We did not audit the information and express no opinion on it.

14 East Charles Street 641 Young Street
Qelwein, IA 50662 Jesup, 1A 50648
(319)283-1173 4 (319)824-6600



Our audit was conducted for the purpose of forming opinions on the financial statements
that colle’ctwely comprise the City of West Union’s basic financial statements. ~We previously
audited, in accordance with the standards referred to in the second paragraph of this report, the »

financial statements for the four years ended June 30, 2009 (which are not presented herein) and .

~expressed an unqualified opinion on ‘those financial statements which .were prepared in
conformity with an other comprehens1ve basis of accountmg Other supplementary information-
included in Schedules 1 through 4, is presented for purposes of additional analysis and is not a
required part of the basic financial statements. ' Such information has been subJected to ‘the
~auditing procedures applied in our audit of the basic financial statements and, in our opinion, is

fairly stated in all matenal res ects in relat1o t t e aﬁj ﬁa ncial statements taken as a whole.

RIDIHALGH, FUELLING,.SNITKER, WEBER, & CO., P.C.

‘November 4, 2010



MANAGEMENT’S DI_SCUSSION AND ANALYSIS

City of West Union provides this Management’s Discussion and Analysis of its financial
statements. This narrative overview and analysis of the financial activities is for the fiscal year
ended June 30, 2010. We encourage readers to consider this information in conjunction with the

City’s financial statements, which follow. - , '

2010 FINANCIAL HIGHLIGHTS

e Revenues of the City’s governmental activities increased 16.13%, or $314,425, from fiscal
2009 to fiscal 2010. The increase reflects fewer revenues in grant proceeds and borrowed
funds. Tax Increment Finance collections also increased by $7,322, while Property Tax .-
receipts increased by $59,470. The City also borrowed $250,000. ' N

. Governméntal Activities disbursement's” increased by 6.80%, of $141,7S6, in ﬁ_scél year
2010 from fiscal year 2009. This increase in expenditures is attributed to: :

‘Capital Projects increasing by 81% or $342,878.

Debt Service payments increased by 100% or $26,602.

Culture and Recreation programs increased by 11% or $58,585." .
‘Community and Economic Development increased by 24% or $25,947.

e

The increase was offset by a 41% décrease or, $258,260, in public safety and an
11%, or $63,889 decrease in public- works: ’ '

e The City’s total cash basis net assets increased $24,600 from June 30, 2009 to June 30,
2010. Of this amount, the assets of the governmental activities increased by $114,781 in
2010 to $772,796, and the assets of the business type- activities decreased by $90,181 to
$333,588. This decrease was largely due to a dramatic’ drop in .gallons of water
pumped/billed. ' ' S

USING THIS ANNUAL REPORT
The annual report consists of a series of financial statements and other information as follows:

~ Managemeént’s Discussion and Analysis introduces the basic financial statements and provides an’
analytical overview of the City’s financial activities. : '

The Government-wide Financial Statement consists of a Statement of Activities and Net Assets.
This statement provides information about the activities of the City as a whole and presents an
overall view of the City’s finances. ' :

The Fund Financial Statements tell how govérnmental services were financed in the short term as
well as what remains for future spending. Fund financial statements report the City’s operations.
in more detail than the government-wide statement by providing information about the most

significant funds.

Notes to financial statements provide additional informatioﬁ essential to a full understanding of '
the data provided in the basic financial statements.

Required»Supple'mentary Information further ex’p_llains and supports the financial statements with"
a comparison of the City’s budget for the year. ‘



Other Supplemehtary Information provides detailed information about the mnon-major
governmental funds. : : : ‘ ‘ : ’

Basis of Accounting

The City maintains its financial records on the basis of cash receipts and disbursements and the
financial statements of the City are prepared on that basis. The cash basis of accounting does not
give effect to accounts receivable, accounts payable and accrued items. Accordingly, the financial
- statements do not present financial position and results of operations of the funds in accordance
with U.S. generally accepted accounting principles. Therefore, when reviewing the financial
information and discussion within this annual report, the reader should keep in mind the
limitations resulting from the use of the cash basis of accounting. ’ ' :

REPORTING THE CITY’S FINANCIAL ACTIVITIES
Government-wide Financial Statement

One of the most important questions asked about the City’s finances is, “Is the City as a whole
better off or worse off as a result of the year’s activities?” The Statement of ‘Activities and Net

Assets reports information, which helps answer this question.

The Statement of Activities and Net Assets presents the City’s net assets. Over time, increases or
decreases in the City’s net assets may serve as a useful indicator of whether the financial position

of the City is improving or deteriorating.
The Statement of Activities and Net Assets is divided into two kinds of activities:

e ' Governmental Activities include pﬁblic safety, publié works, culture and recreatidn,
community and economic development, general government, debt service and capital
projects. Property tax and state and federal grants finance most of these activities. . ’

e Business Type Activities include the waterworks and the sanitary sewer system. These
activities are financed primarily by user charges.

Fund Financial Statements

' The City has two kinds of funds:

1) Governmental funds account for most of the City’s basic services. These focus on how
money flows into and out of those funds, and the balances at year-end that are available
for spending. The governmental funds include: 1) the General Fund, 2) the Special
Revenue Funds, such as Road Use Tax and Urban Renewal Tax Increment, 3) the Debt
Service Fund, 4) the Capital Projects Fund and 5) the Permanent Fund. The governmental
fund financial statements provide a detailed, short-term view of the City’s general
government operations and the basic services it provides. Governmental fund information
helps determine whether there are more or fewer financial resources that can be spent in

the near future to finance the City’s programs.

The required financial statements for governmental funds include a statement of cash receipts, °
disbursements and changes in cash balances. '



2) Propr1etary funids account for the City’s Enterprise Funds and for the Internal Service

* Fund. Enterprise Funds are used to report business type activities. The City maintains
two Enterprise Funds to. prov1de separate information for the water and sewer. funds,
considered to be major -funds of the City. Internal Service Funds are an accounting
device used to accumulate and - allocate costs’ mternally among the . City’s ; various
.func’aons : » : :

The required ﬁnanc1al statements for proprietary funds 1nclude a statement of cash rece1pts
: d1sbursements and changes in cash balances :

Reconc1l1at1ons betvveen the govemment—vwde statement and the fund ﬁnanc1a1 statements follow
the fund financial statements. : ‘

GOVERNMENT-WIDE FINANCIAL ANALYSIS

Net assets may serve over time as a useful indicator of financial pos1t10n The City’s cash balance
for governmental activities decreased sharply from a year ago, decreasing from $974,000, to
$648,000. The analys1s that follovvs focuses on the changes in cash balances for govemmental
activities.
" Changes in Cash Bas1s Net Assets of Governmental Activities
(Expressed in Thousands)

Year ended June 30,

o - 2009 12010
Receipts and transfers:
- Program receipts: . N ,
Charges for service. - $ 230 208
Operating grants, contr1but1ons and restmcted interest . 255 258
Capital grants, contnbu’uons and restricted interest 117 343
General receipts: : v -
Property tax . ' 790 856
Local option sales tax B ‘ , 77 1185
Grants and contributions not restricted '
to specific purposes . : - - ,
Unrestricted investment earnings : : ‘ 23 .23
Loan proceeds ' ’ : - o - 165 250
Other general receipts - . , - 43 76
Transfers, net ’ o ' v - ’ -
Total receipts and transfers. . R : 1,800 2,199
Disbursements: : : ‘
Public safety - - B 628 ~ 369
- Public works : o ' : : - 977 513
-Health and social services ‘ . - -
Culture and recreation - ' : 466 - 524
Community and economic development ; 81 107
General government 110 120
Debt Service ' A ’ - 27
Capital projects » o ‘ 81 424
Total disbursements ' ' 1,943 2,084
Increase in cash basis net assets (143) 115
Cash basis net assets beginning of year ' 801 658
Cash basis net assets end of year : 58 773




The City’s total receipts for governmental activities increased by 18.1%, or $399, 000. The total
cost of all programs and.services increased by “approximately $141,000, or 6.7%, with no new .
programs added this year. The increase in receipts was pnmarﬂy the result of mcreased revenues

in property tax proceeds and borrowed funds.

vThe cost of all governmental act1v1t1es this year was $2 084, OOO compared to $1 943, OOO last year.
The increase was primarily due to increases in culture and recrea’uon and cap1ta1 pI‘O_]eCtS ’

» pnmarlly the streetscape pro_]ect

Changes in Cash Basis Net Assets of Busmess Type Activities
(Expressed in Thousands)

Year ended June 30,

» 2009 2010
Receipts: :
" Program receipts:. :
- Charges for service v
Water - $236 212
Sewer : 256 257
Capital grants, contrlbutlons and restncted 1nterest 5 -
General receipts: : o ‘
Unrestricted interest on mvestments 9 5 .
Bond proceeds - -
Other general receipts S 9
Total receipts 556 483
. Disbursements: - ‘ R ' '
Water ' ‘ : 182 177
Sewer 311 374
Transfers - -
Total disbursements and transfers 493 551
Decrease/Increase in cash balance 41 91)
- Cash basis net assets beginning of year 383 424
* Cash basis net assets end of year 404 ) 333

Total business type activities receipts for the fiscal year were $483 000 compared to $556,000 last
year. This decrease was due primarily to a large decreases in water income and an increase in
sewer expenditures. The cash balance decreased by $91,000 from the prior year. Total
disbursements and transfers for the fiscal year increased by 10.4% to a total of $556,000.

INDIVIDUAL MAJOR GOVERNMENTAL FUND

As City of West Union completed the year, its governmental funds reported a combined fund
~ balance of $648,135, an decrease of more than $326,000 below last year’s total of $974,283. The
following are the major reasons for the changes in fund balances of the major funds from the prior -

year.

e The General Fund cash balance decreased $74,406 from the prior year to $47,002. The
majority of this decrease was the result of economically driven decreases in receipts

e The Road Use Tax Fund cash balance increased by $39,532 to $100,578, during the fiscal
year. The City intends to use this money to purchase equipment in upcoming years.

9



e The Urban Renewal Tax Increment Fund balance increased $26,320 to $136,325. This
increase was the result of additional tax increment tax revenues. - S

INDIVIDUAL MAJOR BUSINESS TYPE FUND ANALYSIS

The Water Fund cash balance decreased by $20,882 to $226,454. The City intends to use these
funds for further improvements to the water system. ' s : e .

The Sewer Fund cash balance decreased byA $1O8,F622_ to $67,484. The decrease was due to the
purchase of new trickling filter arms at the sewage treatment plant. . '

BUDGETARY HIGHLIGHTS

Over the course of the year, the City amended its budget one time. The amendment was approved
“on May 3, 2010, and increased revenues for the fiscal year by $438,000 and increased
expenditures by $462,000. - A public hearing was held prior to ‘the approval of the budget
amendment and no public comments were received during the hearing.

DEBT ADMINISTRATION

‘At June 30, 2010, the City had approximately $1,16 6,000 in bonds and other long-term debt,
compared to approximately $1,070,000 last year, as shown below. T

‘Outstanding Debt-at Yéar—End ‘
(Expressed in Thousands)

Year ended June 30, .

' 2009 2010
General obligation bonds - $ 115 96
Revenue notes 905 770
Loan Agreements 50 300
Total ' N _ 1,070 1,166

The Constitution of the State of Iowa limits the amount of general obligation debt cities can issue
to 5% of the assessed value of all taxable property within the City’s corporate. limits. The City’s
outstanding general obligation debt of $96,000 represents approximately 1.0% of its. constitutional
debt limit of $5,632,427. - S ’ _ Lo

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

West Union elected and appointed officials and citizens considered many factors when setting the
fiscal year 2011 budget, tax rates, and fees that will be charged for various City activities.
Budgeted revenues are $2,755,252 and expenditures are set at $2,774,702. If these estimates are
realized, the City’s budgeted cash balance is expected to decrease by approximately $19,450 by
the close of Fiscal Year 2011. These estimates are at the time of the public hearing for the budget
' estimates on March 1,.2010. Recent positive trends in the local economy may allow the City to

~ adjust this forecast during the fiscal year.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and creditors with
a general overview of the City’s finances and to show the City’s accountability for the money it

receives. If you have questions about this report or need additional financial information, contact
Robert Vagts, City Clerk, 612 Highway 150 South, West Union, Iowa 52175.

10
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Exhibit A

City of West Union
Stateme £ of ACthltleS and Net Assets Cash Ba51s

As of and for- the year ended June 30, 20 10

' Program Recelpts
- Operating Grants, Capital Grants
Contributions, . Contributions
Charges for ~ and Restricted - and Restricted

) Disbursements © ~ Service =~ Interest Interest
Functions / Programs: : ’

Governmental activities: : o : L g :
Public safety ‘ $. 369,303 - 23,958 ' - : -
Public works- T 513,331 ‘111,107 236,450 - -
Health and social services . 396 Lo - : -
Culture and recreation 524,056 62,002 20,690 ..° . 107,264
Community and economic development . 107,027 - - -
General government ) 120,497 10,458 - 890 60,829
Debt service - 26,602 - - T -
Capital projects 423,717 - .- 175,000

Total governmental activities o 2,084,929 . 207,615 258,030 » ‘ 343,093

Business type activities: ) : T ' . i
Water . 176,807 . 212,391 - -
Sewer . 374,312 256,925 - - : -

Total business type acﬁvities 551,119 469,316 - -

Total - $ 2,636,048 676,931 258,030 343,093

General Receipts:
Property tax levied for:
General purposes
Tax increment financing
Debt service '
Local option sales tax
Unrestricted interest on investments
Miscellaneous
Loan proceeds
Transfers

Total general receipts and transfers
Changevin cash basis net as\sets'
Cash basis net assets beginning of year

Cash basis net assets end of year

Cash Basis Net Assets

Restricted:
Nonexpendable:
Cemetery perpetual care
Cemetery mausoleum
Expendable:
Streets
Urban renewal projects
Debt Service
Other purposes
Unrestricted”

Total cash basis net assets

See notes tovﬂnancial statements
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Net (Disbursements) Receipfs and .

Changes in Cash Basis Net Assets

Governmental Business. Type

Activities Activities . Total
(345,345) - (345,345)
(165,774) - (165,774)

(396) - . (396)
(334,010) : (334,010)
(107,027) - (107,027)

(48,320) - (48,320)
.(26,602) (23,188) {49,790)
(248,717) - (248,717)
(1,276,191) (23,188) (1,299,379)

- 35,584 35,584

- (117,387) (117,387)

- (81,803) (81,803)
(1,276,191 (104,991) {1,381,182)
734,443 . 734,443
108,250 - 108,250
14,588 14,588
184,786 - 184,786
23,070 5,439 28,509
75,835 9,371 85,206
250,000 - 250,000
1,390,972 14,810 1,405,782
114,781 {90,181) 24,600
658,015 423,769 1,081,784

$ 772,796 333,588 1,106,384
$ 75,470 - 75,470
10,000 - 10,000
107,306 - 107,306 -
136,325 - 136,325

- 39,080 39,080

396,693 - 396,693
47,002 294,508 341,510

$ 772,796 333,588 1,106,384

14



Exhibit B

City of West Union
Statement of Cash Receipts, Disbursements
and Changes in Cash Balances
.Governmental Funds

As of and for the year ended June 30, 2010

Special Revenue . . Capital Projects
Road - Urban oo Rt
S Use .~ Renewal . Street
General Tax - Tax Increment Library - Improvement
Receipts: .
Property tax . : e $ - 578,287 ‘ - o - -
Tax'increment financ¢ing collections : - - . 108,250 - -
Other city tax ) : : ) : - : - - B
* Licenses and permits - 6,255 - = ) - -
Use of money and property . 16,652 - 1,860 . - 1,924 ) 160
Intergovernmental : 14,191- - 236,450 - - : - -
Charges for service - : 201,079 : - - 281 .-
Miscellaneous o . 107,580 3,252 - - 98,545 199,999
Total receipts : : 924,044 239,702 110,110 100,750 » 200,159
Disbursements: ' : v :
Operating: : o i S :
Public safety ' 288,301 . - ] - ) - ) -
Public works » ' 279,800 200,170 - - -
Health and 'social services ‘ - 396 - - - -
Culture and recreation i 308,920 - : - 12,360 -
Community and economic development 23,237 - 83,790 - - - -
General government : 104,135 - - - -
Debt service . - - - - ) -
Capital projects - - - - 411,700
Total disbursements ' 1,004,789 200,170 83,790 . 12,360 411,700
Excess (deficiency) of receipts _ B : .
over {(under) disbursements (80,745) :39,532 26,320 88,390 (211,541
Other financing sources {uses): \
Loan proceeds o - - - - ’ 250,000
Miscellaneous : - - - - -
Operating transfers in 17,014 . - - . - . 18,478
Operating transfers-out (10,675) - - - -
Total other financing sources (uses) 6,339 ' - - o . 268,478
Net change in cash balances (74,406) 39,532 . 26,320 88,390 56,937
Cash balances beginning of year 121,408 61,046 110,005 112,559 50,369
Cash balances end of year . $ 47,002 100,578 136,325 . 200,949 107,306
Cash Basis Fund Balé.nces
Reserved for:
Debt service - - - - -
Unreserved: .
General fund $ 47,002 - - - -
Special revenue funds - 100,578 136,325 200,949 -
Capital projects fund - - - - 107,306 °
Permanent fund ’ - - - - =
Total cash basis fund balances $ 47,002 100,578 136,325 200,949 107,306

See notes to ﬁnancial statements
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Exhibit B

Other
Nonmajor
Governmental )
Funds Total
170,744 749,031
- © 108,250
184,786 184,786
- 6,255
3,364 23,960
- 250,641
- 201,360
16,051 . 425,427
374,945 1,949,710
81,002 369,303
33,361 513,331
- 396
202,776 524,056 -
. 107,027
16,362 120,497
26,602 . 26,602
12,017 423,717
372,120 2,084,929
2,825 (135,219)
. 250,000
20,154 64,646
(53,971) (64,646)
(24,817) 250,000
21,992) 114,781
202,628 658,015
180,636 772,796
- 47,002
77,968 515,820
17,198 124,504
85,470 85,470

180,636 772,796
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City of West Union

Reconciliation of the Statement of Cash
Receipts, Disbursements and Changes in Cash Balances
to the Statement of Activities and Net Assets -

Governmental Funds '

As of and for the year ended June 30, 2010

Totai governmental funds cash balances (page 16)

The 01ty does niot have an  internal service fund
Therefore there are no reconcﬂlng 1tems

Cash basis net aésets of governmental activities ('page 14)
Net change in' cash balances (page 16)

The city does not have an internal service fund. )
Therefore there are no reconciling items. '

Change in cash balance of_ governmental activities (page 14)

See notes to financial statements
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Exhibit D

City of West Union

Statement of Cash Recelpts Disbursements and Changes in Cash Balances
Propnetaxy Funds ) .

As of and for the year ended June 30 20 lO

Enterprise Funds

Other Nonmajor
Proprietary
Fund: i
- Water
Revenue - : : :
g oo Bond Internal
Water Sewer Sinking . Total Service
Operatmg recexpts . S .
Use of money and property -.-". ¢ S $ 4,091 1,348 : - 5,439 -
Charges for service o ‘ 212,391 256,925 ’ - 469,316 -
Miscellaneous ’ o 4,487 . 4,417 e 8,904 ‘ -
. Total operating receipts ' 220,969 . 262,690 S - 483,659 -
Operating disbursements: - , » o . B ;
Business type activities 176,807 374,312 - 551,119 -
Total operating disbl‘;rsements 176,807 374,312 . - 551,1 19 -
Excess (deficiency) of operating receipts over (under) ] -
operating disbursements - 44,162 (111,622) - (67,460) . -
N on—operating receipts (disbufsements): : -
Miscellaneous ’ - - - - 467 .
Debt service o ) ) - - .. (23,188) (23,188) -
Total non-operating receipts' (disbursements) = - {23,188) (23,188) 467
Excess (deficiency) of receipts over (under) o
disbursements 44,162 (111,622) (23,188) (90,648) 467
Operating transfers in/(out) ' (23,280) - 23,280 - -
Net change in cash balances o 20,882 (111,622) 92 (90;648) 467
Cash balances beginning of year . - . 205,572 179,106 . 38,988 423,666 103
Cash balances end of year ‘ ' $226,454 67 ,484 39,080 333,018 ' 570
Cash Basis Fund Balances
Reserved for debt service . , - 39,080 39,080 -
Unreserved "$226,454 - 67,484 - 293,938 570
Total cash basis fund balances ' $ 226,454 67,484 39,080 333,018 570

See notes to financial statements
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' Exhibit E
City of West Union
Reconcﬂlatlon of the Statement of Cash ,
Recelpts Disbursements and Changes in Cash Balances
to the Statement of Activities and Net Assets -

Proprletary Funds

As of and for the year ended June 30, 2010

: TotAal enterprise funds cvash-'bdalanc_es (patge 18) » | B » $333,018
Internal Serviee Fund - ,}Saytell : | 570
Cash bésis net ésysetsvof business type'. activities’(t)agé 14) - 7- $333',588v
Net change in cash balenees'(page.IS) | ,. " $(90,648)
Internal Serviee Fund - Payfoll 467

‘Change in cash balance of b,usiness',tYpe activities (page 14) ‘ $ (90,181)

See notes to ﬁnéncial statements
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City of West Union
Notes to’ Flnancial Statements

June 30; 2010

{1) - Summary of Slgmficant Accountmg Pohcles

The C1ty of West Umon is a pol1t1cal subd1v1s1on of the State of Iowa located in Fayette
County. It was first incorporated in- 1857 and operates under the Home Rule provisions
of the Constitution of Iewa. - The City operates under the Mayor-Council form . of
govemment with the Mayor and Council Members elected on a non- partisan basis. The
City provides numerous ‘services to, citizens, including public . safety, pubhc works,
health  and social services; _culture and recreation, community .and’ economic
development and general government serv1ces The C1ty also provides water and sewer
ut111t1es for 1ts c1tlzens : 4

CA Reportmg Ent1tv

For financial reporting purposes the City of West Umon has included all funds

~ organizations, agencies, boards, commissions and authorities. The City has also
considered all potential component units for which it is financially accountable

- and. other organizations for which the nature and significance of their
relationship: with the City are such that exclusion would cause the City’s
financial statements to be misleading or incompléte. = The Governmental’
Accounting Standards Board has set forth criteria to be considered . in
determining financial accountability. These criteria include appointing a voting
majority of an organization’s governing body and (1) the ability of the City to
impose its will on that organization or (2) the potential for the organization to
provide specific benefits to or impose specific financial burdens on the City. The
City has no component units Wh1ch meet the Governmental Accounting
Standards Board criteria. :

Jomtlv Governed Orgamzatlons

The City participates in several jointly governed organizations that provide goods
or-services to the citizenry of the City but do not meet the criteria of a joint
venture since there is no ongoing financial interest or responsibility by the
part1c1pat1ng governments. City officials are members of the following boards
‘and commissions: Fayette County Solid Waste Management Commission,
Fayette County Emergency Management Commission, Fayette County Joint
E911 Service Board, Fayette County Economic 'Development Board, Upper
Explorerland Regional Housing Authority, and West Union ' Industrial
: Development Corporation. ' R : '

" B. Bas1s of Presentatmn

Govemment~w1de Fmanmal Statements - The Statement of Activities and Net
Assets reports information on all of the nonfiduciary activities of the City. For
~ the most part, the effect of interfund activity has been removed from this
statement. Governmental activities, which are supported by . tax and
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intergovernmental revenues, are 'repo'rted separately from business type
activities, 'Which rely toa significant extent on fees and Charges for services.

The Statement of Act1v1t1es and Net Assets presents the Cltys nonﬁduc1ary net
assets. ' Net assets are reported in two categones

Restricted net assets result When constraints placed on net asset use
- are either externally imposed or. 1mposed by law through constitutional
provisions or enabhng leglslatlon

Unrestncted net assets consist of net assets that do not meet the
definition of the- precedlng category Unrestricted net assets often have
constraints on resources imposed by management which can be .
removed or mod1ﬁed : : :

The Statement of Act1v1tles and. Net Assets demonstrates the degree to which ‘the
direct disbursements of a given function are offset by program receipts. Direct
disbursements are those clearly identifiable with a specific function. Program
receipts include 1). charges to customers or applicants who' purchase, use or
directly benefit from goods, services or privileges provided by a given: function’
and-2) grants contributions and 1nterest on investments restricted to. meeting
the operatlonal or capital requirements of a part1cu1ar function. Property tax’
and other items not properly mcluded among program recelpts are reported'
instead as general receipts.- :

Fund Fmanmal Statements — Separate financial statements are provided for
governmental funds and proprietary funds. Major individual governmental
funds and major individual enterprise funds are reported as separate columns in
the fund financial statements. All remaining governmental funds are aggregated.
and reported as nonmajor governrnental fu-nds.'

‘ The C1ty reports the followmg major governmental funds:

The General Fund is the general operating fund of the City. All general tax
receipts and other receipts not allocated by law or contractual agreement
t_o_some other fund are accounted for in this fund. From the fund are paid
the general operating disbursements, the fixed charges and the capital

improvement costs that are not paid from other funds. '

| Special Revenue: -

- The Road Use Tax Fund is used to account for road construction and
maintenance.

The Urban Renewal Tax Increment Fund is used to account for TIF
revenues and active TIF prOJects

The Library Fund is used to account for donatlons made to the 11brary _
and interest earned from investments held by the library. . - _ TR

Capital Project:

The Street Improvement Fund is used to account for the Downtown
Streetscape project and all street improvements during the year.
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(2)

The City reports the following major proprietary funds:

The Water Fund accounts for the operation and mauntenance of the C1ty s
vvater system ~

The Sewer Fund accounts for the operation and maintenance of the City’s
' Waste Water treatment and sanltary sewer system : :

The C1ty also reports the followmg addltlonal fund

An Internal Service Fund is utlhzedto account for payroll and related
beneﬁts by departments of the C1ty

C. Measurement Focus and Basis of Accounting

The City of West Union maintains its financial records on the basis of cash’
receipts and disbursements and the financial statements of the City are
prepared on that basis. The cash basis of accounting does not give effect to’
accounts receivable, accounts payable and accrued items. Accordlngly, the
financial statements do not present financial position and results of operations
of the funds in accordance Wlth U.s. generally accepted accountmg pnnc1ples ,

'Proprletary funds dlstmgmsh operatmg receipts and d1sbursements from non-
operating items. Operating receipts and disbursements generally result. from
providing services and producmg and delivering goods in' connection with a
proprietary fund’s principal ongoing operations. ‘- All recelpts and disbursements
not . meeting this deﬁmtlon are reported as non- operatlng recelpts and

disbursements.

D. Budgets and Budgetary Accounting

The budgetary comparison and related disclosures are reported as Required
Supplementary - Information. During the year ended June 30, 2010
disbursements exceed the amounts budgeted for the pubhc safety, culture and
recreatlon and debt service functions.

Cash and Pooled ‘I'n'v'e‘stments

The City’s deposits in banks at June 30, 2010 were entirely covered by federal depository
insurance or by the State Sinking Fund in accordance with Chapter 12C of the Code of
Iowa. This chapter provides for additional assessments against the depositories to
insure there will be no loss of pubhc funds.

The City is authorized by statute to invest pu_blic funds in obligations of the United States
government, its agencies and instrumentalities; certificates of deposit or other evidences
of deposit at federally insured depository institutions approved by the City Council;
prime eligible bankers acceptances; certain high rated commercial paper; perfected
Tepurchase agreements; certain registered open-end management - investment
companies; certain joint investment trusts; and warrants or 1mprovement certificates of

a drainage dlstmct
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At June 30, 2010, the City had the following investments:

A C ~Carrying . Fair T
Type B . Amount - Value . - . =Maturity
Certificates of deposit | $281,000 _ $281,000 __ Various

(3) " Bonds and Nofes ?;iYable

Annual debt service requirements to ‘maturity for bonds and notes are as follows:

Year Water " General Obligation

Ending Revenue Note Note - Total
June 30, Prlncmal Interest Principal Interest - Principal Interest
2011 13,758 9,413 22,318 ) 4,284 - 36,076 13,697
2012 14,446 8,708 23,390 3,212 37,836 - 11,920
2013 - 15,168 7,968 24,515 2,087 39,683 - 10,055
2014 - 15,926 7,190 25,441 - - 909 41,367 8,099
2015 16,723 6,374 - - 16,723 6,374
2016 — 2021 119 122 18,678 - - 119,122 - 18,678
Total $ 195.143 58,331 95664 10,492 290,807 68.823

~ The resolutions providing for the i 1ssuance of the water revenue note include the following
provisions. -

(&) The notes will only be redeemed from the future earnings of the enterprise
activity and the note holders hold a lien on the future earnings of the funds:

(b) Sufficient monthly transfers shall be made to a water revenue bond sinking
fund account for the purpose of- makmg the bond pnnmpal and interest
payments when due. :

The City has issued a General Obligation Note for the purchase of a fire truck during
the year ended June 30, 2009 in the amount of $115,000 at a rate of 4.75% per
annum from January 20, 2009 until maturity on June 1, 2014. The semi-annual
payments began December 1, 2009 and are $13,300.99. :

The City entered into an open line of credit agreement with Kerndt Brother’s Savings
Bank on November 13, 2008. The total line was for $150,000 and beared interest
of 4.5%. As of June 30, 2009, the balance was $50,000. On December 10, 2010
the agreement was amended to allow for an additional $300,000 to be borrowed
against the line of credit. Per the terms of the new agreement, all interest on the
amount of credit outstanding, as well as the total principal, is due on November
13, 2010. The interest rate remained unchanged, As of June 30, 2010 an
additional $250,000 was advanced and the balance was $300,000. No principal
payments were made during the year, but $1,530 of interest was paid.

The City has issued Local Option Sales Tax Revenue Bonds durlng the year in the
amount of $1,100,000- at a rate of 4% per annum from June 27, 2005 until
maturity on March 1, 2015. The payments are to be made in an amount equal to

© 80% of the Local Option Sales Tax revenues collected by the City. There is no pre-
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(5)

estabhshed payment schedule for these bonds because revenues.from the Local
Opt1on Sales Tax are uncertam as to.amount.

The Clty passed a resolut1on to 1nternally borrow funds from avallable account
balances at a rate of 5% per annum. During the fiscal year ended June 30 2002,
the Street Improvement Fund loaned the Tax Increment Financing Fund $94 500
for a street improvement project within the commercial TIF district. -During the
year, no amounts were transferred from the Tax Increment.F inancing Fund to the
Street Improvement Fund The balance of the loan at June 30, 2010 was $66 559.

Lease Purchase Agreements

The City entered 1nto a lease purchase agreement with Baumler Implements Inc. for
a New Holland tractor. The lease purchase arrangement:is for six years beginning
March 26, 2001. The City traded in an old tractor for the initial lease payment,
with '$7,000 being paid each year during the fiscal years ended July 1, 2002
through July 1, 2006. There was to be a $36,769 buyout at the end of’ the lease.

““period on July 1, 2006, however the City extended the lease for an additional six

years and contmued with the $7,000 per year annual payment, due July 1 of each
year startmg July 1, 2006 ‘through July l 2011. The lease extens1on bears

1nterest at 5% per annum.

The C1ty entered into an operating lease with Hawkeye Alarm & Signal Company for
two alarm receiving panels. The lease ran for three years, from January 1, 1987 to
January 1, 1989 and thereafter until written notice is given by either party 30 days
prior to the date of des1red termination. . The City pays $84 per alarm or $168

annually

The C1ty entered into a lease purchase agreement with Hawkeye Alarm and S1gnal
formerly Star Leasing, LLC for a copier. The lease purchase arrangement is for five -
years beginning May 22, 2006, and the payments are $50 per month, or $600
annually. ‘At the end of the lease the copier can be purchased for its fair market

value.

~ The City entered into a lease purchase agreement With John Deere Credit for a John

Deere Gator. ‘The lease purchase'agreement is for five years beginning on July 5,
2005, and the payments are $1,933.29 annually The final lease payment was
made during the fiscal year ended J une-30, 20 lO

Future minimum lease payments are as follows:

" Year ended June 30, 2011 § 7,768

June 30, 2012 = 6,511
June 30, 2013 168
June 30, 2014 168
Total $ 26,081

Pension and Retirement Benefits

The City contributes to the lowa Public Employees Retirement System (IPERS), which is a
cost-sharing multiple-employer defined benefit pension plan administered by the State
of Iowa. IPERS provides retirement and death benefits which are established by state
statute to plan members and beneficiaries. - IPERS issues a publicly available financial
report that includes financial statements and required supplementary information. The
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(7)

report may be obtained by Wrmng to IPERS P O. Box 91 17 Des Momes Iowa, 50306-
9117.

' Most regular plan members are required to contribute 4. 30% of their. annual covered
~salary and the City is required to contribute 6.65% of covered salary. Certain _

employees in special risk occupations and the City contribute an actuarlally determined
contribution rate. Contribution requirements ‘are established by state statute. The
City’s contributions to IPERS for the years ended June 30, 2010, 2009, and 2008 were

 $46, 164, $39, 871 and $36, 022, respectlvely, equal to the requlred contributions for ‘

each year.

Compensated Absences

City employees accumulate. a limited amount of earned but unused vacation leave hours.

Vacation leave is for subsequent use or for payment upon termination, retirement or
death.  Unused sick leave is forfeited upon termination, retirement, or death. The
accumulation of vacation leave is not recognized as a dlsbursement by the C1ty until
used or paid.. The City’s approximate liability for earned vacation termination payments
payable to employees at June 30, 2010, prlmarﬂy relatmg to the General Fund, is as

follows

‘Type of Benefit ’ . ' - + ' ‘Amount
Vacation . $30,947

This liability has been computed based on rates of pay in effect at June 30, 2010.

Interfund Transfers

The detail of interfund transfers for the year ended June 30, 2009 is as follows:

Transfer to _ Transfer from Amount-
General. , ‘Special Revenue .
~Emergency - $17,014
Special Revenue ’ - Special Revenue
' Employee Benefits LOST : 18,479
Capital Projects Special Revenue .
Street Improvement LOST v 18,478
Debt Service General 10,675
Enterprise Enterprise o
Water Sinking Water 23,280

Transfers generally move resources from the fund statutorily required to collect’ the

resources to the fund statutorﬂy required to disburse the resources.
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(10)

(11)

(12)

’ Related Party’Transactions

The C1ty had busmess transact1ons between the C1ty and C1ty ofﬁ01als totalmg $675
dunng the year ended June 30, 2010. A : ,

Rlsk Management :

The City -is. exposed to various risks of- loss " related to torts theft damage to and
destruction of assets errors and omissions; injuries to . employees and natural
disasters. These risks are covered by the purchase of commercial insurance. The City
assumes liability for any deductibles and claims in ‘excess .of coverage limitations.
Settled claims from these risks have not exceeded commerc1al insurance coverage in

any of the past three fiscal years
Other Postemployment Benefits (OPEB)

Plan Descriptionr — The City operates a slngle—emplOyer “benefit plan which provides
medical/prescription drug benefits for employees and their families. . There are 13 active
and no retired members in the plan Retlred part1c1pants must be age 55 or older at

retlrement to quahfy

 The medlcal/ prescription drug benefits are provided through»a.partially' self-funded plan '

through Wellmark Blue Cross & Blue Shield of lowa.

Fundmg Pol1cV — The. contr1but10n requ1rements of plan members are established and
may be amended by the City. The most recent member monthly premiums are $931.70
for famﬂy coverage-‘and $372.69 for single coverage. Per their union contact, active police
employees pay $110 per month for health benefits, but active non-police employees do
not pay a monthly amount for coverage. Retirees would pay the entire monthly premium -
to retain coverage. For the year ended June 30, 20 10 the City pa1d $l38 457 on behalf of

eligible plan members. for health beneﬁts

Other Termination Agreements

During the year, Martin Games, the City Clerk/Administrator resigned in January 2010.
The City agreed to pay him $426 per month for three months in exchange for his services
in completing the C1tys budget During the year total payments made to him were

$1,278. L ' e '

Subsequent Events

The City accepted a bid from Blazek Construction of Lawler, Iowa for construction of
Phase One of their Green Streets Pilot Project for $6,415,012, and accepted a bid from
Tekippe Engineering for $664, 000 for the engineering on the project. The contracts
have not yet been signed for the prOJect E

The City was awarded a second lowa Great Places grant for the Downtown Streetscape
PI'OJeCt in the amount of $156,000. :

- The new dep031tory resolution was adopted to increase the maximum balances at Kerndt

Brothers Savings Bank and First National Bank to $4,000,000 each." A new investment
policy was also adopted to comply with updated language per Iowa Code Chapter 12B.
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A contract W1th Prairie Road Bmlders was. 31gned for 20 10 seal coating for $44 511 97.
The seal coatmg was done in August
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Required Sﬁpplefneﬁtary Irifoi‘matioﬁ
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City of West Union

Budgetary . Cotnpaxison Schedule

of Receipts, Disbursements, and Changes in Balances - -
Budget and Actual (Cash Bas1s) All Governmental Funds and Proprletary Funds

: Requlred Supplementary Informauon

Year ended June 30, 20 10 _

Less

Governmental = Proprietary - Fundsnot
Funds Funds  Requiredto
Actual Actual be Budgeted
Receipts: . , v
Property tax’ : $ 749,031 - -
Tax increment financing collectlons 108,250 - -
Other city tax 184,786 - -
Licenses and permits 6,255 - -
Use of money and property 23,960 5,439 890
Intergovernmental 250,641 = -
Charges for service . - 201,360 © 469,316 =
. Miscellaneous 425,427 18,904 L
Total receipts 1,949,710 483,659 - 890
Disbursements:
Public safety 369,303 - -
Public works 513,331 - -
Health and social services 396 - -
Culture and recreation 524,056 - -
Commuinity and economniic development 107,027 - -
General government : 120,497 - -
Debt service 26,602 - -
Capital projects - - 423,717 . - -
Business type activities i - 574,307 - -
Total disbursements 2,084,929 574,307 -
Excess (deficiency) of receipts (135,219} (90,648). 890
over (under) disbursements ‘ a
Other financing sources (uses); net 250,000 467 467
Excess of receipts and other financing sources » ; .
over dlsbursements and other ﬁnancmg uses 114,781 | (90,181) 1,357
Balances begmmng of year 658,015 423,769 84,683
Balances end of year $ 772,796 333,588 86,040

See accompanying independent auditor's report.
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: Final to
--Budgeted Amounts - © . Net

Net Original Final Variance
749,031 687,384 - 687,384 61,647
108250  231.600 261,600 (153,350)
184,786 220,588 220,588 - (35.802)
6,255 5700 - - 5.700 555
28,509 37.805 37.805 (9,296)
250,641 409,000 817,000 (566.359)
670,676 712,025 712,025 (41,349)
434331 39.900 30,000 . 394431
2,432,479 3,344,002 2,782,002 (349,503)
369,303 349,750 . 365,750 (3,553)
513,331 615430 = 615.430 102,099
396 420 ~420 24
524,056 467,750 497,750 (26,306
107,027 181,545 181545 74,518
120,497 121,695 121,695 1,198
26,602 S 26,600 - 26,600 . - (@
423717 - 47,500  447.500 23,783
574.307 632.740 648,740 74,433
9650.036 2,443,430 2,905,430 546,194
(226,757) (99,428) (123,428) (103,329)
250,000 150,000 150,000 - 100,000
23,243 50,572 26,572 (3,329)
997,101 1,078,999 1,078,999 (81,898)
1,020,344 - 1,129,571 1,105,571 . (85,227)
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City of West Union -
Notes to Reqiiired ‘Suppleixienta_ry Informat_iori = Budgetary’Reporting

© June 30, 2010

The budgetary comparison is presented as Required Supplementary Information in
" accordance with Governmental Accounting Standards ‘Board Statement No. 41 for
governments with significant budgetary perspective differences resulting from not
being able to present budgetary comparisons for the General Fund and each major
Special Revenue Fund. = e B e ’

In accordance with the Code of Iowa, the City Council annually adopts a budget on the
cash basis following required public notice and hearing for all funds except Internal.
Service Funds and Fiduciary Funds. The annual budget may be amended during
the year utilizing similar statutorily prescribed procedures.

Formal and legal budgetary control is based upon ten major classes of disbursements

~known as functions, not by fund ‘or fund type. These ten functions are: public
safety, public works, health and social services, culture and recreation, community
and economic development, general government, debt service, capital projects,

- business. type ‘activities and non-program. -Function disbursements required to be
budgeted include disbursements for the General Fund, Special Revenue Funds, Debt
Service Fund, Capital Projects Funds and Proprietary Funds. Although the budget
document presents function disbursements by fund, the legal level of control is at
the aggregated function level, not by fund. .During the year, one budget -amendment
increased budgeted receipts by $438,000 and increased budgeted disbursements by
$462,000. The budget amendment is reflected in the final budgeted amounts.

During the year ended June 30, 2010, disbursements exceed the amounts budgeted
" in the public safety, culture and recreation, and debt service programs.
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Other Suppleinentary Information
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Statement of Cash Recelpts, Dlsbursements

City of West Union

"

" and Changes in Cash Balances -
. Nonmajor Governmental Funds

) AS of and for the year ended Juﬁe 30, 2010

Receipts: .
Property tax

- Tax increment financing
Other city tax

~ Use of money and property

" Intergovernmental .

" Charges for services

Miscellaneous

Total réceipts

Disbursements:
Operating:
Public safety
Public works
-Health and social services
Culture and recreation
Community and economic development
- General government:
Debt Service
Capital projects

Total disbursements .

Excess (deﬁciency) of réceipts
over {under} disbursements’

Other financing soyurces
Operating transfers in / (out)
‘Loan proceeds

Net change in cash balances

Cash balances beginm‘ng of year

Cash balances end of yedr

Cash Basis Fund Balances

Reserved:
Debt service
Unreserved:
Special revenue funds
Capital projects fund
Permanent fund

Total cash basis_vfund balances_

See accompanying independent auditor's report

- Schedule. 1

Speciai
Revenue i )
Local
- Option -
Employee B Sales Debt
Benefits Emergency = Cemetery Tax ~Service .
139,142 17,014 - - 14,588
- . - 184,786 -
599 - 1,745 oo 10

833 - - -
140,574 17,014 1,745 184,786 14,598
81,002 - . - -
33,361 - - - -
54,767 : 180 © 147,829 -
16,362 - - - . -

B - - - © 26,602
185,492 - 180 147,829 26,602
(44,918) 17,014 1,565 . 36,957 (12,004)
18,479 (17,014) - (36,957) 10,675
18,479 (17,014) - (36,957) 10,675
- (26,439) .- 1,565 - (1,329)
61,148 : 41,694 : 1,329
34,709 - 43,259 - - -
34,709 - 43,259 - -
34,709 - 43,259 3 -
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Capital -

Projects " Permanent
: Ceinete_ry o :
Aquatic Park Perpetual Cemetery
Center Equipment Care “Mausoleum Total
- - - - 170,744
. g - ; 184,786
- 120 890 - 3,364
6,499 8,719 - - 16,051
- 6,499 .. 8,839 890" - 374,945
_ . . - - 81,002+
- - - - 33,361
- - - - 202,776
- - - a 16,362
Co- . - - 26,602
7,500 4,517 - - 12,017 -
7,500 4,517 . - 372,120
(1,001) 4,322 890 . 2,825
- - - - (24,817)
. - - - T(24,817)
(1,001) " 4,322 890 - - (21,992}
1,001 12,876 74,580 10,000 - 202,628
- 17,198 75,470 10,000 180,636
- . - - 77,968
- 17,198 C o S 17,198
- - 75,470 10,000 85,470
- 17,198 75,470 10,000 180,636
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,V City of West Union
“Schedule of I_ndebtedheSs o

 Year ended June 30, 2010

Schedule 2

_ SR _ - Amount
S | Date of Interest - Originally
Obligation - ' R Issue ~ ‘Rates _Issued .
Loan agreements: o ' : ST ‘ L
.Line of credit : " Nov 13, 2008 4.50% . 450,000
General obligation notes: ‘ o : B
Fire truck note =~ ’ Jan 20, 2009 4.00% . 115,000
Revenue bonds: I S R -
Water o v - Dec 1, 1981 5.00% 396,600
Local option sales tax ' ,’ June 27, 2005 4.00% 1,100,000

See accompanying i-ndependent auditor's report
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Schedﬁ_léﬂ 2
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Balance I,s»sucd‘ Redeemed Balance l ’ intereSt
Beginning During - During End of - Interest Due and
of Year - Year’ Year Year Paid - Unpaid
50,000 250,000 - 300,000 1530 - -
$ 50,000 250,000 - 300,000 1,530 -
115,000 ; 19,336 95,664 7266 - -
'$ 115,000 _ 19,336 95,664 7266 -
208,246 - 13,103 195,143 10,085 -
697,230 - 122,075 575,155 25,754 -
$ 905,476 : 135,178 770,298 35,839 . -




City of West Union

Bond aridb-Nobte.Mat'urities i

June 30, 2010

feneral Obligation Not

» Fire Truck
Year . -Issued Jan 20, 2009
Ending = Interest
June 30, . . Rates -~ Amount-
2011 475 22318
2012 475 23,390
2018 . 475 24,515
2014 475 25,441
Total - $:95,664

Revenue Bonds and Notes

Water o LOST
Year Issued Dec 1, 1981  Issued June 27, 2005
- Ending Interest , Interest .- o .
June 30, Rates  Amount  Rates  Amount ‘Total
2011 5.00 13,758 4.00. 120,000 133,758
2012 ~ 5.00 14,446 4.00 - .. 120,000 - 134,446
2013 ~5.00 15,168 4.00 - 120,000 135,168
2014 '5.00 15,926 4.00 120,000 135,926
2015 - -5.00 16,723 - 4.00 95,155 71:111,878
2016 - 2021 5.00 - 119,122 4.00 - 119,122
575,155 770,298

Total = ©$195,143

See accompanying independent auditor's report
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C E R T I FTITED P U B L I C A-C.C O U NTANTS

819 First Street East

Alan W. Flick, CPA . .
Gina E. Trimble, CPA : - independencs,.iA 50644
' : (319)334-4211
Fax (319)334-6454
nfsw.com

Report on Internal Control over Financial Reporting and on Compliance and Other Matters Based
on an Audit of Financial Statements Performed in Accordance w1th Government Auditing
Standards

To the Honorable Mayor and
Members of the City Council:

We have audited the accompanying financial statements of the governmental activities, the
business type activities, each major fund and the aggregate remaining fund information of the
City of West Union, Iowa, as of and for the year ended June 30, 2010, which collectively comprise
the City’s basic financial statements listed in the table of contents, and have issued our report
thereon dated November 4, 2010. Our report expressed unqualified opinions on the financial
statements which were prepared in conformity with an other comprehensive basis of accounting.
We conducted our audit in accordance with U.S. generally accepted auditing standards and the
standards applicable to financial audits contained in Government Auditing Standards, issued by

the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City of West Union’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing our
opinion on the effectiveness of the City of West Union’s internal control over financial reporting. .
Accordingly, we do not express an opinion on the effectiveness of the City of West Union’s internal

control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose
described in the preceding paragraph and was not designed to identify all deficiencies in internal
control over financial reporting that might be significant deficiencies or material weaknesses and
therefore, there can be no assurance all deficiencies, significant deficiencies or material
weaknesses have been identified. However, as described in the accompanying Schedule of
Findings and Questioned Costs, we identified certain deficiencies in internal control over financial
reporting we consider to be material weaknesses and other deficiencies we consider to be

significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A material weakness is a deficiency, or
combination of deficiencies, in internal control such that there is a reasonable possibility a
material misstatement of the City of West Union’s financial statements will not be prevented or
detected and corrected on a timely basis. We consider the deficiencies described in Part II of the
accompanying Schedule of Findings and Questioned Costs as items II-A-10 and II-B-10 to be

material weaknesses.

14 East Charles Street 641 Young Street
Oelwein, IA 50662 Jesup, 1A 50648
(319)283-1173 39 (319)827-6600




A significant deficiency is a deficiency, or combination of deficiencies, in internal control
~which is less severe than a material weakness, yet important enough to merit attention by those
charged with governance. We consider the deficiencies described in Part II of the accompanying

-Schedule of Findings and Questioned Costs as item 1I-C-10. '

Compliance and Other Matte;‘s

As part of obtaining reasonable assurance about whether the City of West Union’s financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, non-compliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests'disclosed no instances of
non-compliance or other matters that are required to be reported under Government Auditing
Standards. However, we noted certain immaterial instances of non-compliance that are described _
in Part III of the accompanying Schedule of Findings and Questioned Costs.

Comments involving statutory and other legal matters about the City’s operations for the
year ended June 30, 2010 are based exclusively on knowledge obtained from procedures
performed during our audit of the financial statements of the City. Since our audit was based on
tests and samples, not all transactions that might have had an impact on the comments were
necessarily audited. The comments involving statutory and other legal matters are not intended

to constitute legal interpretations of those statutes.

The City of West Union’s responses to findings identified in our audit are described in the
accompanying Schedule of Findings and Questioned Costs. While we have expressed our
conclusions on the City’s responses, we did not audit the City of West Union’s responses and,

accordingly, we express no opinion on them.

This report, a public record by law, is intended solely for the information and use of the
officials, employees and citizens of the City of West Union and other parties to whom the City of
West Union may report. This report is not intended to be and should not be used by anyone other

than these specified parties.

We would like to ‘acknowledge the many courtesies and assistance extended to us by
-personnel of the City of West Union during the course of our audit. Should you have any

questions concerning any_af the gboy, @\We shpll lzgglzased to discuss them with you at
your convenience. ; ‘ ) 4 {.3C. .

RIDIHALGH, FUELLING, SNITKER, WEBER, & CO., P.C., CPA’S

November 4, 2010
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City of West Union
Schedulé of Findings Aa,nd Questioned Costs -

Year ended June 30, 2010

Part I: Summary of the Indebendent Auditor’s Results:

(@) An unqualified opinion was issued on the financial statements which were prepared on
the basis of cash receipts and disbursements, which is a comprehensive basis of
accounting other than U.S. generally accepted accounting principles.. '

{b) Reportable conditions in internal control over financial reporting'Were disclosed’ by the
audit of the financial statements, including material weaknesses.

(c) The audit did not disclose any non-compliance which is material to the financial
statements. ‘ S ' Co

(d) The City of West Union was not granted federal funds in excess of the OMB A-133
“Single Audit dollar threshold of $500,000 for the year ended June 30, 2010.
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Cify of West Union
Schedule of Findings and Quest'ioned,Cosbts

Year ended June 30, 2010

Part II: Findings Related to the Financial Statements:
- INSTANCES OF NON-COMPLIANCE:
: . No matte(rs‘ wére noted.

SIGNIFICANT DEFICIENCIES:

II-A-10 Segregation of Duties - One important aspect of internal control is the
segregation of duties among employees to prevent an individual employee from
handling duties which are incompatible. The cash receipts listing, bank.
deposits and the posting of the cash receipts to the cash recéipts journal are
all done by the same person. R S

Recommendation — We realize segregation of duties is difficult with a limited
number of office employees. However, the City should review its control
procedures to obtain the maximum internal control possible under the
circumstances. : '

Response — We will consider this.

Conclusion — Response acknowledged. The City ‘should segregate duties to the
extent possible with existing personnel and utilize administrative personnel to
provide additional control through review of financial transactions and reports. 7

II-B-10 - Preparation of Financial Statements - The City of West Union, Towa does not
employ an accounting staff with the technical expertise to prepare ‘its financial
statements (including footnotes disclosures) in conformity with accounting
principles general accepted in the United States of America; therefore, it relies
on its auditors to prepare such statements.

Response - Management feels that having the auditors draft the financial
statements and notes is a tolerable situation. Internal financial statements
are prepared monthly for reporting and decision making purposes. The
requirements and form of the audited statements are different than the
internal needs and change occasionally. ‘Given the size of the organization, it
is helpful to rely on the expertise of the auditors to monitor those
requirements. Management approves the draft financial staternents prior to
their issuance. '

Conclusion ~ Response acknoWledged.

-C-10 Finahcial Reporting - During the audit, we noted that the approved transfer for
the annual payment on the interfund loan from Special Revenue — Urban
Renewal Tax Increment to Capital Projects - Street Improvement, was not
- made. » :
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City of West Union
Schedule of Findings and Questioned Costs

- Year endeleune'30,>2(‘)10'

Recommendatlon The C1ty should make the annual transfer for the 1nterfund
loan payment,.as’ approved :

Respons - Due to the changeover n management durmg the year, there was no
knowledge that this interfund loan existed. "In the future, we will make the
transfer until the 1nterfund loan is paid off. B -

Conclusmn Response acknowledged
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City of West Union
Schedule of Findings and Questioned Costs

Year ended June 30, 2010

Part: III Other Fxndmo's Related to Statutorv Reportms"

I A—lO

1I-B-10

I-C-10

HI-D-10

HI-E-10

II-F-09

III-G-10

HI-H-10-

Official Depositories — A resolutlon naming official dep031tor1es has been approved;
by the City. The maximum deposit amounts stated in the resolutlon were not -
exceeded durlng the year ended June 30, 2010. »

Certified Budget ~ Disbursements. dunng the year ended June 30, 2010 exceeded
the amounts budgeted in the public safety, culture and recreation, and ‘debt
~ service programs. Chapter 384.20 of the Code of Iowa states in part, “Public
monies may not be expended or encumbered except ‘under an - annual or

continuing appropriation.”

Recommendation — The budget. should have been amended - in accordance w1th
- Chapter 384.18 of the Code of Iowa before disbursements were allowed to exceed '

‘the budget.

Respons We will do this in the future

Conclusion - Response accepted.

Travel Expense — No disbursements of City money for travel expenses of spouses
of City officials or employees were noted.

Business Transactlons — Business transactlons between the City and Clty ofﬁc1als
or ernployees are detailed as follows .

Name, T1tle, and . Transaction
Business Connection Description ) ~ - Amount
Rory Starks, City Employee, Snow Removal : $ 675

Owner of R & V Snow Removal

In accordance with Chapter 362.5(10) of the Code of Iowa, the transactions with R
& V Snow Removal does not appear to represent a conflict of interest since the
total transaction with the individ_uals was less than $1,500 during the fiscal

year.

Bond Coverage — Surety bond coverage of City officials and employees is in
accordance with statutory provisions, The  amount. of coverage should be
reviewed annually to insure that the coverage is adequate for current operations.

Council Minutes — No. transactions were found that we believe should have been
approved in the Council minutes but were not. ’

Revenue Bonds and Notes ~ The City has complied with the revenue bond and

note resolutions.

Financial Cond1t1on The C1ty did not have any funds that had a deﬁc1t balance

at June 30, 2010.
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City of West Union

Staff

This audit was performed_by: v

Gina Trimble, CPA, Manager
Jeremy Lockard, Staff =
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